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E.O.  12958:  N/A 

TAGS:  PREL  PGOV  PTER  MCAP  MARR  ECON  EFIN  EAID  IMF  CE 
SUBJECT:  SRI  LANKA:  EXPRESSING  DISAPPOINTMENT  IN  DEFENSE 
BUDGET  BOOST 

REF:  COLOMBO  943 

^1 . (U)  This  is  an  action  request.  Please  see  paragraph  3. 

^2.  (SBU)  Background:  The  GSL  request  to  Parliament  for 

nearly  $300  million  in  supplementary  defense  spending,  which, 
per  ref  A reporting,  will  provide  for  recruiting  of  25,000 
new  soldiers  and  constructing  new  military  bases  in  the 
North,  is  disappointing.  While  we  acknowledge  GSL  security 
concerns,  recognize  that  that  the  Sri  Lankan  armed  forces 
carry  out  a number  of  civilian  tasks  in  the  North,  and 
appreciate  the  need  to  maintain  operational  effectiveness, 
such  large  increases  are  difficult  to  understand  in  the 
context  of  a greatly  diminished  LTTE  threat,  the  continued 
presence  of  250,000  internally  displaced  persons  (IDPs)  in 
closed  IDP  camps,  and  the  North's  massive  reconstruction 
needs.  The  U.S.  would  find  it  difficult  to  support 
reconstruction  assistance  under  these  circumstances,  and 
would  also  need  to  take  a critical  look  at  future 
disbursements  under  the  IMF  program. 

^3.  (SBU)  Action  Request:  As  soon  as  practicable,  post 

should  deliver  to  the  highest-level  appropriate  GSL  political 
and  economic  officials  the  following  points: 

-We  acknowledge  Sri  Lankan  security  concerns,  and  recognize 
that  the  Sri  Lankan  armed  forces  continue  to  carry  out  a 
number  of  civilian  tasks  in  the  North.  Moreover,  we 
appreciate  the  need  to  maintain  operational  effectiveness. 

-However,  we  are  disappointed  by  the  government's  request  to 
Parliament  for  nearly  $300  million  in  supplementary  defense 
spending. 

-Such  a large  increase  (15  percent)  is  difficult  to 
understand  or  justify  in  the  context  of  a greatly  diminished 
LTTE  threat,  ongoing  humanitarian  needs  in  the  IDP  camps,  and 
massive  reconstruction  demands  in  the  North. 

-The  approval  of  the  IMF  program  last  July  did  much  to 
support  improved  economic  conditions  in  Sri  Lanka.  It  is 


important  that  these  gains  not  be  squandered.  We  cannot 
understand  nor  support  increases  in  military  spending  that 
would  crowd  out  human  and  infrastructure  investment  and  be 
counter-productive  to  long-term  and  sustainable  economic 
growth . 

-The  supplemental  military  spending  request  underscores  the 
need  to  transfer  additional  responsibilities  for 
administration  and  security  in  the  North  to  civilian 
authorities . 

-We  urge  the  government  to  reconsider  this  request  and  to 
direct  domestic  resources  toward,  and  to  utilize 
international  resources  transparently  in  support  of,  Sri 
Lanka's  urgent  humanitarian  and  reconstruction  needs. 

^4.  (U)  Please  convey  GSL  responses  to  Sri  Lanka/Maldives 

desk  officer,  Anthony  Renzulli,  RenzulliAF@state.sgov.gov, 
(202)647-178. 
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